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BY THE BOARD:

The Board of Public Utilities (Board), by Order dated October 5, 1998, required each of the State's
four eectric utilitiesto fileadraft Third Party Supplier (TPS) Agreement with the Board within 45 days of
its Order and dso required the e ectric utilitiesto provide copiesof the draft TPS Agreement to all of the
partiesontheir respectiverestructuring servicelists. TheBoardinits Order further instructed those parties
interested in commenting on the proposed draft TPS agreementsdo so, with copiesto the servicelist, by
December 4, 1998, with reply comments due December 15, 1998.

On November 19, 1998, each of thefour New Jersey dectric utilitiesfiled adraft TPS agreement with
the Board and circulated copiesto al parties. Aspart of the draft TPS Agreements, each electric utility
included aschedule of feesto charge the TPSsfor the cost to administer the variousfunctions associated
with retail choice.

Comments and reply commentswere received in responseto thefiled draft TPS agreements. The
draft TPS agreements were thereafter referred to the Load Profile and Settlement Working group for
further review and attempted resolution among theparties. Thefour electric utilitieswere asked to meet
and confer among themselvesin aeffort to formulate asingle version of adraft TPS agreement thet al four
electric utilities could agree to sponsor. Theeectric utilities made substantia progresstoward the creation
of asingle version, but were not able to finalize a single draft TPS agreement.

In an effort to reach consensus on the devel opment of a single master TPS agreement, Staff held
numerous working group meetings with the electric utilities, TPSs, and the Ratepayer Advocate (RPA) in



an attempt to resol ve outstanding issueswithin the draft TPS Agreements. Successful effortsweremade
to resolve many of the outstanding issues by achieving consensus among the parties. At the sametimethe
partieswere ableto identify areas of disagreementsthat appeared to be irreconcilable among the parties.

Asareault of thesediscussons, on May 13, 1999, Staff advised the parties, that it intended to prepare
aproposed Version 10 of the draft TPS agreement containing the agreed upon positions of the parties
where consensus was achieved, aswell as proposing aresolution of the issues for which consensus was
not reached for the Board' s consideration at its June 9" Agendamesting. In order to givethe partiesan
opportunity to expresstheir positions on the outstanding issuesfor the record, aoneweek comment period
was established for dl interested parties, including the eectric utilities, to submit commentsto the Board.

In an attempt to reach further consensus among the parties on the outstanding issues with the
expectation of developing asingle master TPS agreement, several of the parties requested that they be
given an opportunity to continue negotiationsregarding the TPS agreement including thefee Structure as
proposed by the electric utilities. These parties requested that if significant progress wasbeing made
towardstotal consensus, Version 10 of the draft TPS agreement should not be considered by the Board
at its June 9, 1999 public agenda meeting, to allow the parties additional time to continue to negotiate.

At itsJune 16, 1999 agendameseting, the Board determined to subject the proposed feesfiled in each
of the lectric utility’s TPS agreements to an expedited evidentiary hearing process prior to the Board's
final determination of the TPS fees.

In an attempt to reach full consensus on amaster TPS agreement, Staff held additional working group
meetings with the eectric utilities, TPSs and the Ratepayer Advocate in an attempt to resolve outstanding
issuesin Version 10 of the draft TPS agreement, including the proposed fee structure in the draft TPS
Agreementsfiled by thedectric utilities. Thosediscussonswere successtul, in that sgnificant progresswas
made towardsdevelopment of amaster TPS Agreement, wheretheelectric utilitiesand TPSs (including
MAPSA, Enron, Reliant Energy, First Energy, Keyspan Energy Services, NEV, Utilities.com, Hess,
NEMA, E Cubed Company, Power Resource Managers, Energetix, Central Hudson Enterprises Corp.)
reached an agreement on al of the outstanding issues, including the fee structure, whereby those parties
opted inwriting to ether support or not oppose the attached Verson 13 of the TPS Agreement. It should
be noted that the Ratepayer Advocate participated in this process, and at those meetings remained silent
regarding its position on the proposed Version 13 Master TPS Agreement.

AttheBoard’ sJune 24, 1999 public agendamesting, Staff presented the attached Version 13 Master
TPSAgreement for the Board' sconsideration. Staff recommended that in light of the attached Master TPS
Agreement wherein agreement had been reached among the eectric utilities and TPSs, the Board suspend
the evidentiary hearing process it approved at its June 16, 1999 agenda meeting on the fee structure
proposed by the electric utilitiesin this matter. Instead, Staff proposed that the attached Version 13
Master TPS Agreement, including the fee structure, be circulated to all
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partiesto give the parties an opportunity to submit commentsto the Board on Version 13 Master TPS
Agreement by June 30, 1999, with the expectation that thismatter would be returned to the Board' s July
7, 1999 agenda for further consideration by the Board.

AtitsJune 24, 1999 public agendameeting the Board determined to suspended the evidentiary hearing
processit approved at its June 16, 1999 agenda meeting on the fee structures proposed by the electric
utilitiesintheir November 19, 1998 draft Third Party Supplier Agreements. The Board also determined
to permit the filing of comments by the partiesto the above docketed matter regarding the Master Third
Party Supplier Agreement, Version 13 submitted by the four New Jersey dectric utilities. The Board dso
determined that any such comments, whether in support, opposition or otherwise, wereto befiled withthe
Board and served on all parties no later than the close of business on June 30, 1999.

By June 30, 1999 the Board received comments on Version 13 of the TPS Agreement from the
Division of the Ratepayer Advocate (RPA) , the New Jersey Business Users (NJBUS), and Exelon
Energy* . By July 7, 1999 the Board aso received reply commentsfrom Conectiv Electric, Public Service
Electric and Gas Company, GPU Energy, and Rockland Electric. The commentsfocused on both feeand
non-fee related issues regarding Version 13 of the TPS Agreement.

The commentsreceived concerning the TPS Agreement feesindicated that the imposition of excessive
or duplicativefeeson TPSsmay negatively impact retail competition at itsvery start and could becomea
barrier to entry into the New Jersey electric marketplace. These parties argued that the Board should
remove these fees from Version 13 of the TPS Agreement.

The RPA, while agreeing that fees could be anti-competitive, indicated that for the sake of not delaying
retail competition, it would not object to theimposition of the proposed TPS fees as set forth in Appendix
E of the TPS Agreement Version 13 for one year, subject to a evidentiary hearing proceeding to
commence no later than August 1, 2000, in which the electric utilitieswould providefinancia datato
support their TPS fees, and in which the burden of the proof as to the need for the TPS fees and the
reasonablenessthereof would rest onthe electric utilities. The suggested proceeding would a so include
areview of any trangition coststhat the Board has approved, or will in the future approve, for collection
from customersand TPSsintheutilities' specific restructuring, stranded cost unbundled rates docketsto
ensurethat therein no doublerecovery of TPSfees. The RPA aso suggested that the proceeding should
aso consder whether the eectric utilities are earning areasonable rate of return without the imposition of
TPS fees subsequent to the last base rate case. The RPA indicated that the Board should also create a
quarterly tracking mechanism to monitor the costs for which TPSfees are charged aswell asthe revenues
the dectric utilitiesreceive from the fees and from other sources, including trangition cogts, and further argue

1 We notethat Exelon Energy moved to intervenein thisrestructuring proceeding on February 24,
1999, and was granted participant status by the Board, on March 18, 1999.
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that these fees should be uniformly charged.

Thenon-feerelated comments addressed other issuesincluding thefollowing: the TPS Agreement
should be governed by atariff; the Agreement should be as uniform as possible across all New Jersey
electric utility’ sserviceterritories, the Board should institute a proceeding on allowing the customer to
receive customer account servicesfrom the TPSinstead of the eectric utilities; creditworthinessissues;
BPU/FERC jurisdictiona issues; modification of severa definitions; in Article 5.3, the customer should
receive notice of termination of asupplier fromtheutilitiesbeforeit isswitched to basic generation service;
inArticle 6.2, notice of supplier default and the basisfor default should be provided to acustomers; in
Article 8.2, twenty days should be shortened to 10 daysfor any customers with remote meter reading
capability; andin Article 12.1 (d), the time frame for resolution of billing disputesis onerous and does not
reflect normal business practices.

Thedectric utilitiesin responses to the commentsindicate that Version 13 of the TPSAgreement is
aproduct of severd months of negotiations and compromise, between the New Jersey electric utilitiesand
TPSs(whointendto serveresidential, commercia andindustrial customers) interested inthe New Jersey
electric marketplace, and that many of thetermsand conditionsareinterrelated. Assuch, the electric
utilitiesindicatethat when cons dering version 13'soveral | reasonablenessasonecomprehens vedocument,
the Board must bear in mind that, if existing elements of the Agreement are modified or new ones added
as proposed in the filed comments, the document can no longer beregarded as the product of consensus.

The Board in reviewing the comments agrees with the electric utilitiesthat Version 13 of the TPS
Agreement representsthe culmination of several months of intense negotiations and compromise between
thedectric utilitiesand TPSsin an attempt to resolve dl of the outstanding issues, including the proposed
fee structure in the draft TPS Agreements filed by the electric utilities, and to develop a master TPS
Agreement for the four New Jersey electric utilities. These negotiationsincluded a* give-and-take”
gpproach among the parties on many of thetermsand conditionswithin the TPS Agreement, including the
fee structure, where many of the termswithin the Agreement are interdependent and represent the result
of mutual compromise by the various parties.

The Board finds that the negotiation process has led to significant progress being made towards the
development of asingle uniform master TPS Agreement. The New Jersey dectric utilitiesand TPSshave
reached consensuson al of the outstanding issues, including the fee structure, and as noted above have
opted to support or not oppose the attached Version 13 of the TPS Agreement. This document
representsmonthsof complex negotiationsby market participantsfor which thisTPS Agreement represents
thebasisfor their commercial relationship asthey participatein New Jersey eectric marketplace. While
wehave carefully cons dered the commentsreceived fromthe RPA, the NJBUS, and Exelon Energy, on
ba ance we are not persuaded by their arguments and we believe that with the modifications discussed
below, the Master TPS Agreement Version 13 is reasonable and should be approved.
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Congderable attention in the comments was given to the proposed schedule of feesthat the electric
utilitieswill chargethe TPSsfor thecost of administering the variousfunctions associated with retail choice
that each dectric utilitieswould incur on behaf of the TPSs. The Board does not agree with the assertion
made by the parties submitting commentsthat theimposition of TPSfeesmay negatively impact retail
competition at itsvery start and therefore could become abarrier to entry into the New Jersey electric
marketplace. These partiesignorethefact that al actively-participating marketersin these negotiations,
who would be affected by these fees, have agreed to support or not oppose the fee structuresin Appendix
E of the TPS Agreement. In the Board's opinion, this indicates that the proposed fee structure is
acceptable to the TPSs who participated in these negotiations, and will not act as abarrier to their entry
into the New Jersey retail eectric marketplace. It should be noted that the TPSswho participated inthis
Settlement processrepresent awidevariety of eectric supplierswhowill served| customer ssgmentswithin
New Jersey.

Regarding the assertion made in the comments that TPS fees should be removed from the TPS
Agreement, the Board hasreviewed the record in therestructuring proceedings under the above listed
dockets. The record in those proceedings includes a proposal by GPU Energy for its proposed fee
gructureinits TPS Agreement whichit included as part of itsorigina restructuring filing. GPU Energy took
the pogition that it isappropriate for the dectric utilitiesto recover the cost from TPSs of administering the
variousfunctionsassociated with retail choicethat each eectric utility wouldincur onbehaf of aTPS. The
Board has cometo the conclusion that it is appropriate that an el ectric utility be allowed to recover these
cost from TPSs viathe electric utility’s TPS Agreement for costs incurred on behalf of the TPS.
However, the Board does concur with the RPA and other partiesthat any such TPS fees should be cost
based, based on the actud cost of the dectric utilities performing such functions, and that the dectric utilities
should not be permitted through TPSfeesto “double collect” costs aready being collected elsawherein
rates. Inthiscase, the Board ismindful of the fact that we are dealing with the setting of initia ratesfor
which thereisno actud cost dataand we further note that the TPSfees presented in Version 13 of the TPS
Agreement, were anegotiated dollar amount, negotiated againgt other parts of the consensus document by
TPSs, and were not opposed by any of the parties who took part in the settlement negotiationsin an effort
to havea TPS Agreement in placebefore the start of retail competition. The Board findsthat the proposed
feesin Verson 13 arelower thenthe proposed feesin each of theorigind eectric utility’ sTPS Agreement
filing. Assuch, the Board fedsthat theinitia proposed fee structure asoutlined in Appendix E of Verson
13 of the TPS Agreement is reasonable and will not act asabarrier to entry into the New Jersey retail
market.

Asindicated above, the Board is of the viewpoint that TPS fees should be set at level swhich reflect
the cogsto the ectric utilities of implementing retail choice and providing related services and functions
onbehdf of TPSs. Whilebeing mindful of thefact that these areinitid feesand recognizing the settlement
processthat took place wherethelevel of theinitial fee structure was negotiated as part of aconsensus
document, the Board fed sthat in the future every attempt should be made to devel op afee structure that
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iscost based, reflecting the actua cost of providing such services. To ensurethat in the future an attempt
ismadeto devel op acost based TPSfee structure, the Board feel sthat the languagein each of theelectric
utilities Appendix E, |etter B beremoved and that each New Jersey electric utility berequired to makea
mandatory filing, rather then avoluntary filing as proposed, to adjust itsTPSfee Structure. Thismandatory
proceeding will take place within oneyear, starting August 1, 2000, and will be subject to an evidentiary
hearing process where each electric utility will make afiling with the Board regarding its current fee
structure or arequest to adjust itsfee Structure.  The proceeding will be limited to areview of the costs
associated with an eectric utility administering the various functions associated with retail choice that each
eectric utility would incur on behdf of an TPS, and will not include areview of trangtion costs approved
by the Board, arevisitation of any aspect of our decisions pertaining to each electric utilities' rate
unbundling, stranded costsand restructuring proceedings, and/or areview of anelectric utility’ searnings,
as proposed by the RPA. During this mandatory proceeding, the RPA and all parties will have the
opportunity to make their caseto the Board asto whether TPS feesarereasonable or if thelevel of the
TPSfeesareexcessve. Aspart of thisreview, wewill consder the extent, if any, to which certain eectric
utility costsrel ated to theimplementation of retail choiceand providing related servicesand functionson
behalf of TPSs, aredready explicitly reflectedineach eectric utilities' ratesor cost deferral mechanisms,
in order to avoid double-collection.

Based ontheforegoing, the Board HEREBY ORDERS that thelanguagein Appendix E, |etter B
from the Version 13 of the master TPS Agreement beremoved. The Board HEREBY ORDERS that
each dectric utility shdl make amandatory filing, no later then August 1, 2000 to review itsinitid TPSfee
structure. Thescopeof the proceeding shall belimited to areview of the costs associated with an electric
utility administering the variousfunctions associated with retail choicethat each eectric utility would incur
on behalf of an TPS. TheBoard HEREBY FINDS that on aannual basisthereafter, if applicable, an
electric utility may petition the Board for an adminigtrative adjustment in the feesit chargesto Third Party
Suppliers, toreflect current costs or anticipated costs administering the various functions associated with
retail choicethat each electric utilitieswould incur on behaf of an TPS. Such arequest will be subject to
gpplicable Board rules and procedures. No fee adjustment shal be implemented without receipt of Board
approval. TheBoard HEREBY FINDSthat new TPS Agreement fees, if proposed by an eectric utility,
must be subject to Board approval.

TheBoard HEREBY APPROVESVersion 13 Master Third Party Supplier Agreement with the
above modification, including each of thefour electric utilitiesLoad Profile methodologiesreferenced in
Article9.1 of the TPS Agreement. The Board HEREBY ORDERS each eectric utilitiesto make afina
company specific TPS Agreement compliancefiling using Version 13, by no later then August 6, 1999.
In Appendix D, each company must include al load profiling and load and transmission determination
methodologies. The Board HEREBY AL L OWS Rockland Electric to make a modified company
specific TPS compliancefiling usng verson 13. The Board find that Rockland Electric should be given the
ability to make changesto the Verson 13 TPS Agreement for various provisions of the Agreement that
would involve the New Y ork Power Pool/New Y ork Independent System Operator or process and
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procedures dictated by Rockland’ s unique integrated system,

TheBoardHEREBY ORDERS each New Jersey dectric utility to submit language to beincluded
inits Tariff that include the following provisions:

- The TPS Agreement will be governed by reference by the electric utility’ s tariff;

- An electric utility must offer the same TPS Agreement to all TPSs who request to provide
competitive energy supply to retail customersin its service territory;

- All modificationsto an dectric utility’s TPS Agreement must be gpproved by the Board prior
toimplementation. Modifications other then TPSfee changes shdl be pursuant to thefollowing
procedure:

- An electric utility proposing to modify its TPS Agreement shall file arequest with the Board;

- TheRPA, aswdl asdl TPSslicensed asaElectric Power Suppliersin New Jersey must receive
the request within 48 hours;

- Within 17 days of the request filed with the Board the RPA and/or al TPSswho wish to contest
the eectric utility’ srequest, must submit their reasonsfor contesting the modification in writing
to the Board;

- Within 45 days of thefiling the Board may issue a suspension order that theelectric utility’ s
request to modify its TPS Agreement needs further study, thus putting the request on hold,
pending future action by the Board;
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- If the Board does not make take action on the request for modification within 45 days of the
filing, the electric utility may implement the modification to its TPS Agreement; and

- Inan event the Board does not act within the 45 days of thefiling, the Board also reservesthe
right to make a determination on the request in the future.

DATED: 8/17/99

ATTEST:

SIGNED

BOARD OF PUBLIC UTILITIES
BY:

SIGNED

HERBERT H. TATE
PRESIDENT

SIGNED

CARMEN J. ARMENTI
COMMISSIONER

SIGNED

MARK W. MUSSER
SECRETARY

FREDERICK F. BUTLER
COMMISSIONER
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